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INFORMATION

The purpose of this Information Memo 1s to provide the outcome regarding the San Jose Water
Company and San J ose Mumc1pa1 Water System proposals for utility billing and fire hydrant
maintenance. :

BACKGROUND y ’,V s - Lo L '<»

- The City Council, at its May 21, 2002 meetmg, authonzed a negotratmg team from the Crty to
‘meet with San Jose Water Company and return on August 20, 2002, with the best possible

- proposal from San Jose Water Company. The City’s negotiating team, comprised of Council
member David Cortese, Joe Guerra, Gerald Silva and Mark Linder, distributed an Information

Memorandum on August 19. The information memorandum provided a status of the - -

negotiations. The memorandum also included an evaluation of the financial condition of the

City’s Municipal Water System conducted by the City’s independent auditor, Macias Consulting

Group, and responses to requests for mformatlon from Council member Cortese and Councﬂ

member Reed.

At its January 14, 2003 meetmg, the City Councﬂ requested that the City Auditor review a
proposal from San Jose Water Company for utility billing services and fire hydrant maintenance
to verify the costs. Further, the Council requested that if the auditor verified that the San Jose
Water Company could provide water billing and fire hydrant services at rates both competitive -
and cost effective to the City that the City Manager is asked to perform the following tasks:

1) Work with the staff from Environmental Services Department, City Manager’s Office,
AFSCME Local 101, Operating Engineers Local 3, and as appropriate members of the
negotiating team to review the San Jose Water Company proposed scope of services.

2) Encourage AFSCME Local 101 and Operating Engineers Local 3 to provide information
as appropnate relating to the San Jose Water Company’s proposed scope of services,




HONORABLE MAYOR AND CITY COUNCIL
March 4, 2003
SUBJECT: SAN JOSE MUNICIPAL WATER PARTNERSHIP WITH SAN JOSE WATER COMPANY

Page 2

and/or at their option respond to the current San Jose Mumc1p al Water System cost
estimate for the same scope of services.
3) Re-bid arequest for these services to San Jose Mun1c1pa1 Water System in comphance

- with the City’s Managed Competition policy. -
4) Provide to the City Council and the MWS negotiating team a report on these sessions no

~ later that March 4, 2003. . ‘ N

ANALYSIS

In response to Council action, the City Auditor reviewed the San J ose Water Company proposal
of January 6, 2003, and verified the scope of services and costs outlined in the proposal. The
Auditor submitted his report to the negotiating team on January 28. The City Manager’s Office
convened a meeting of Environmental Services Department, City Auditor’s Office, AFSCME
Local 101 and Operating Engineers Local 3 on February 3, 2003 to review the Auditor’s
findings. Following this review, Environmental Services Department staff was asked to submlt a
proposal for San Jose Mumc1pal Water System to provide the utility billing servicés and fire -
hydrant mamtenance services. _

Env1ronmental Serv1ces submltted a proposal on February 14, 2003 The Clty Manager s Ofﬁce
convened a second. meetmg on February 20 to review the submission. Representatives of the

" City Manager’s Office, Environmental Services, City Auditor’s Office, AFSCME Local 101,
Operating Engineers Local 3, the Mayor’s Office and Councilmember Cortese’s office-
participated. The group reviewed the two proposals :

- The group agreed to provrde the information to the MWS negotlatmg team and the C1ty Couneil.

Utility lelzng ‘.

The San Jose Water proposal to include the Clty s mummpal water b1111ng into 1ts ut111ty bﬂlmg
system 1s . , -

e $ 315,000 per year for ten years. - The annual cost would be adjusted for CPI MWS would
- also pay $75,000 in one time transition costs to provide training to MWS employees on the
SJWC system and for data conversion to the STWC system. The City would continue to
provide some customer service of’ up to $126,437 (cost of two customier service
‘ representatlves) :

¢ Total ten year cost without CPI adJustment and Wlthout Clty customer service staff i is.
$3,225,000. : : :

o Total ten year San Jose Water Company cost without CPI adjustment and with one City
customer service staffis $3,775, OOO . _
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- The Environmental Services Department prop‘oeal to provide municipal water billing is:

. Up to $3 00 000 in one time start up costs to merge with the Recycle Plus utlhty billing
system. Annual operatlng costs would be $206 437 with CPI adJusiments over a ten-year

penod

e Total ten-year cost without CPI adjustment is $2,364,370 and includes two City customer .
service staff. ,

Fire Hydrant Mazntenance

The hydrant mamtenance and repair responsibilities formerly prov1ded by the Department of
Transportation transferred to the retail water prov1ders on January 1; 2003. San Jose Water’

~ Company in its January 6, 2003 letter proposes to provide fire hydrant maintenance service for-
$135,000 per'year. This annual cost will be adjusted for the CPL There are no startup costs The
cost of repairs and replacements of fire hydrants is not included. :

The ten-year cost for San Jose Water to provide hydrant maintenance without a CPI factor is
$1,350,000. The proposal calls for a three-year maintenance cycle. Repairs and replacements :
are not rncluded but would be performed on an as needed basrs o _ | » -

TN

| Environmental Servwes Department proposes to provide ﬁre hydrant mamtenance service for
$127,980. The cost of repalrs is not 1ncluded 20 -‘

" The t-en—'year cost for ESD to provide hydrant maintenance without a CPI factor is $1,279,800.
The proposal calls for a three-year maintenance cycle. As with the San Jose Water Company
proposal, this proposal does not include repair and replacement. Repairs and replacement
would be performed on an as needed basis. ’

Summary

. In summary the propbsals are as follows:

-~

Ten Year Cost/No built in CPI
San Jose Water' Company San Jose Municipal Water System .
Billing without City CSR - $3,225,000
| Billing with 1 City CSR_ - $3,775,000 Billing with 2 City CSR -'$2,364,370
Hydrant Maintenance - $1,350,000 - | Hydrant Maintenance - $1,279,800




HONORABLE MAYOR AND CITY COUNCIL
‘March 4, 2003 S
SUBJECT: SAN JQSE NIUNICIPAL WA'IER PART SHIP WIT

Page 4

Next Steps

. nang , k‘ '1s selected to develop
services. If the Councﬂ seeks additional mforma‘, 1, s‘-taff Wlll prepare and:
mformaﬁen to Council. : :

COORDmAIION

This report was coordinated with the C1ty Attorney, the C1ty Aud;ltor AF S CME Local 101 and
‘Operating Engmeers Local 3. :

e

CEQ’A

This info‘rnﬁation is a not a proj ect under CEQA

Asmstant C1ty Manager o

‘c>c: MW, S*Neg'oﬁaﬁng'Team |




